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If, however, a particular term in the contract or some integral part of it is based upon a misstatement of fact, which term or integral part can be passed upon separately from the body of the contract, such a misrepresentation is equivalent to a promise by the party making it, and if not fulfilled the other party can recover damages. This, however, does not invalidate the contract as a whole.
A nondisclosure of fact is equivalent to a misrepresentation of fact, provided the disclosure properly accompanied the transaction.
Fraudulent misrepresentation will be treated in the following article.
Contracts for insurance, whether marine, fire, or life, and contracts for the purchase of stock in corporations, also contracts between parties occupying intimate and confidential relations with each other may be invalidated by misrepresentation of fact, which would not invalidate ordinary business or engineer ing,, contracts. (See a general treatise on the Law of Contracts for these cases.)
20.   Invalidity of Contract through Fraud.   As
a general rule fraud vitiates all contracts. That is to say, fraudulent misrepresentation by one party enables the other or injured party to declare the contract void from fraud, or he may enforce the contract against the defrauding party, at his own option. The defrauding party, however, has no option or privilege in the way of declaring the contract void. In other words, should he find that the contract was adverse to his interests, he could not plead his own fraudulent act to his own benefit.
Fraud in the sense here used consists in a "false representation of fact made by the party who is charged with it, with a knowledge of its falsehood, or in reckless disregard whether It be true or false, with the intention that it shall be acted upon